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') Q. PLEASE STATF. YOIJR NAML', IIUSINESS ADDRESS AND

10 OCC I1 I'ATION.

11 A.

12

My n;rme is Robert A, l,awyer. My business address i» 1401 Main

Street, Suite 900, Columbia, South Carolina, 29201. 1 am crnploycd by the South

Carolina t)llice trf Rcgul ttory Stat'I' ("ORS"J in the Audit D«partmcnt, as an

Auditor.

1 5 (P. PLEASE STA'I'Is YOIJR EDIJCA'I'IONAI. IIACKGRO1JND AND

EXPERI V.NCF, .

17 A.

20

I received a B.S. Degree in l. inancial Management, w'ith a concentration

in Corporate l. inance from Clen)son I Jniversity in 1994. I'rior to joining t)RS, I

held a variety of positions in linance, accounting, auditing, and man tgcrrt«lit. 1

began nry erttployrncnt as tm auditor with ORS in April 2007;tnd have

participated in various cases involving thc regulation of electric and water

uti I i ties.

TIIF. OFFICE OF ItFOULATOItY STAI'I'
I401 Main Street, Suite ')00

t olumbia, SC 292(rl
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I Q iVHA I IS 1 HK I'URI'OSK OF YOUR 1 FS'I IMOVY IN THIS

PROCEEDING?

A. The purpose of my testimony is to present the results of ORS Audit

Statf's examination of thc books and records pertaining to South Carolina Electric

Cias Company's (-the Company" or "SCEkCj") Fuel Adjustm«nt Clause

("I'AC") operation. I he current review period consists of actual information from

January 2009 through December 2009 and the Company's estimated calculations

for thc months of January through April 2010 (IJockct No. 2010-2-E). Thc

ltndings of the examination of the actual rcvievv period are set forth bclovv and in

10 the exhibits attached to this testimony.

11 Q. IVI IAT DIVAS THE PURPOSE OF 1'HIS EXAM INA'I'ION?

12 A The purpose of this examination vvas to determine vvhethcr the

Company's accounting practices in computing and applying the monthly Fuel

14 Adjustment Clause have been in compliance ivith S.C. Code Ann. ss58-27-865,

vvhich includes variable environmental costs. Io accomplish this tasl. ORS

16 examined the components associated vvith thc operation of the clause.

17 Q IVHA1' %AS TIIK SCOPE OF ORS'S EXAMINA1 ION?

19

ORS Audit Staff cxamincd and verified thc monthly luel adjustmcnt

factor calculations and the fuel recovery balances recorded in the Company's

books and records. I he current fuel examination covered thc actual period of

January through December 2009 ("actual revievv period") and four (4) cstimatcd

months from January to April 2010. ORS Audit Staff did not examine the months

THE OFFICF OF RE( ULATORY STAFF
1401 i%1ain Street, Suite 900

Columbia, SC 29201
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of January, I.ebruary, %1arch& and April 2010 since these xvere Company estimated

figures. Thc Audit Department s examination consisted of:

l. Anaivzin&u the Fuel Stock Account- Account lf 15 I

ORS s analysis of the Fuel Stocl Account consisted of verifying receipts to

the fuel management system and issues from thc fuel management system to

thc general ledger. examining monthly fuel charges originating in fuel

accounting, and ensuring that only proper charges vverc entered in tire

Compam s computation ol fuel costs for purposes of adjusting base rates for

tuel costs.

Sam colin& Recci ts to the Fuel Stock Account- Account N15I

ORS's revievv of receipts to the Fuel Stock Account consisted of the

examination and testing of transactions. on a sample basis. vvhich support

additions to the account. Each transaction examined vvas tested for

ntathematical accuracy. and vouched to a corresponding vvaybill or truck bill.

coal receiving report and freight study detailed report. Each transaction divas

then verified to a fuel management system payment voucher to prove payment

ol th» correct amount to the vendors.

3. Verify' in ' Charues to Nuclear I'uel Ex ense- Accoiint 4618

ORS traced thc expense anuiunts for nuclear fuel to thc books and record» for

thc actual rcvievv period to veri!i the accuracy of Ihcse cxpcnses to fuel

amortization schedules.

4. Verifvin & purchased and Interchan&& eepovver Fuel Costs

TIIE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201
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ORS verified thc Company's Purchased and Interchange Popover Fuel Costs.

kilowatt-hour ("k''trh") purchases and sales I'or the actual review period to

various "1.'nergy Received and Fnergy Delivered" sumrnarv reports,

Purchases, Sales and Interchange Popover schedules, and on a sample basis, to

monthly invoices. ORS recomputed the Company's sales and purchases.

The Purchased and Interchange Power fltgurcs for the actual review period and

the resultant over(under)-recovery monthly deferred fuel amounts I'or the

period reflect calculations which conform to S.C. Code Ann. )58-27-865. I his

statute addresses "fuel costs related to purchased povver. " Subsection

(A)(2)lb) of this statute states that the total delivered cost of economy

purchases including, but not limited to. transmission charges, are included in

Purchased Power Costs if those purchases are "less than the purchasing

utility's avoided variable costs for the generation of an equivalent quantity of

electric popover.
" ORS applied this statute to the examined economic purchases

along v, ith the applicable avoided costs. ORS noted no exceptions to

Purchased Popover Costs.

5. Verify' in kWh Sales

ORS verified total s& stem sales, as filed in the monthly fuel factor

computation, to monthl& Class/Rate Summary reports for the actual revievv

period. The monthly kVirh sales figures v'ere then used to determine the fuel

cost pcr kitch sold.

6. Recalculatin the Fuel Ad'ustment I actors and Verifvin the Deferred Fuel

Costs

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201
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10

12

ORS recalculated the Fuel Cost Adjustment Factors for the actual review

period utilizing information obtained from thc Compan& 's records. ORS

verified the Total I'uel Costs for the actual reviev, period to the Company's

books and records. In recalculating the monthly factors. ORS divided the

Total Fuel Costs b& Total System Sales to arrive at fuel costs per kWh sales.

The base I'uel cost per I Wh. included in the base rates. is then subtracted from

the fuel cost per kWh sales. The resulting figure represents the fuel cost

adjustment above or below the base rate per kWh sales. The South Carolina

Retail Jurisdictional kWh deferrals were checked against the Company's

records. The actual Deferred Fuel Costs for each month werc then verified to

the Company's books and records.

7. Recalculatin the True-u for the Over I lnder -Recovered I'ucl Costs

13

14

15

16

17

ORS analyzed and recomputed the cuinulative over(under)-recovery of actual

fuel costs for the period January 2009 through December 2009 of

($89.477,296) and estimated fuel costs through April 2010 of ($68,480,892).

In addition, ORS recomputed the cumulative over(under)-recovery of actual

environmental fuel costs for the period January 2009 through December 2009

of $13,344.222 and of estimated envirorunental fuel costs through April 2010

of $11.945,484.

20 8. Details of the Com anv's Received Fuel Coal Costs

21

22

23

ORS prepared exhibits based upon information obtained from SCERG's

books and records and other sources reflccting coal costs during the reviev,

period. 'Specifically, these exhibits are as follows:

THE OFFICF. OF REGULATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201
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Audit Exhibit RAL-1: 1'otal Received and Weighted Average Cost

Audit Exhibit RAL-2: Received Coal-Cost Per Ton (Per Plant)

Audit Exhibit RAL-3: Received Coal-Cost Per '1'on Comparison

Q. PLEASE EXPLAIN THE AUDIT EXHIBITS ATTACHED TO YOUR

5 TESTIMONY.

10

12

13

15

17

70

21

77

c.o

ORS prepared audit exhibits from th» Company's books and records

reflecting fuel costs during the review period. Specifically, these exhibits include

the following:

AI AUDIT EXHIBIT RAL-I: TOTAL RECEIVED AND WEIGHTED

AVERAGE COST

In Audit Exhibit RAL-1, titled Total Received and Weighted Average Cost, ORS

rcflects the total cost for the actual review period, for the three types of fossil fuel:

coal, A2 oil, and natural gas. ORS has also computed the weighted average cost

of each type of fuel.

AUDIT EXHIBIT RAL-2: RECEIVED COAL —COST PER TON (PER

PLANT)

This audit exhibit reflects the received cost per ton for coal at each plant during

the actual rcvicv period, in dollars per ton, including freight costs.

AUDIT EXHIBIT RAL-3: RECEIVED COAL - COST PER TON

COMPARISON

This audit exhibit reflects the received cost per ton for coal for each month of the

actual revicv, period for South Carolina Electric 2 Gas Company. Duke Energy

Carolinas, and Carolina Pov «r k 1.ight Company d/b/a Progress Energy

THE OFFICF. OF REGLLATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201
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Carolinas, Inc. ORS has shown, for comparison purposes, the monthly averages

of the invoice cost per ton, freight cost per ton. total cost per ton and the cost per

MBTU.

AUDIT EXHIBIT RAL-4: BURNED COST —COVSUATED GENERATION

10

13

This audit exhibit reflects the per book. cost of burned fuel used for generation

during the actual rcvicvv period. The burned cost of each class of fuel is shown

separately. These costs are used in thc computations for the base fuel factor. The

SO-. emission allovvance expenses and other variable environmental costs, as

described in )58-27-865 (A)(1)(Supp. 2009), are shown separately.

AUDIT EXHIBIT RAL-5: COST OF FUEL

This audit exhibit rellects ORS's computation of the total fuel cost applicable to

the base fuel factor computation. There are three (3) components used in arriving

at this cost. These components are:

16

(I) Total Cost of Fuel Burned:

(2) Purchased and Interchange Power Fuel Cost; and

(3) Fuel Cost Recovered from Intersystem Sales.

17 Cost of Fuel Burned —- This amount is the burned cost of all fossil and nuclear fuel

18

19

20

burned during the review period used in the Base Fuel Component computation.

A detailed breakdown of coal, oil, gas and nuclear fuel can be seen in Audit

Exhibit RAL-4.

21

22

Purchased and Interchange Povver Fuel Cost ——This amount is the monthly cost of

kXVh's received by SCEAO from other electric utilities or power marketers.

TllF OFFICF OF REGULATORY STAFF
1401 Main Street, Suite 900

t olumhia, SC 29201
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Fuel Cost Recovered from lntersystcm Sales —- This amount is thc fuel-related

cost of kW'h sales during the period to another clcctric utility and/or power

marketer. Total fuel cost applicable to the Hase Fuel Component Factor is

computed by adding the cost of fuel burned to purchased and interchange power

fuel costs. 'I'his amount is then rcduccd by fuel associated with intcrsvstem sales.

AUDIT EXHIBIT RAL-6: COMPUTATION OF UNBILLED REVENUE

10

Shown in this audit exhibit are the actual base fuel cost computations for the

acntal review period and the estimated fuel costs for January through April 2010,

'1 hc exhibit also sho~s various adjustments and the base fuel cost computation of

the cumulative over(under)-recovery balances for January through Dcccmbcr

2009.

12 AUDIT EXHIBIT RAL-7: TOTAL ENVIRONMENTAL COSTS

Shown in this audit exhibit arc thc total environmental costs for the actual review

14

15

period for sulfur dioxide (SO.) and nitrogen oxide (NOx) emission allowances,

lime, limestone and ammonia.

17

19

20

AUDIT EXHIBIT RAL-8: DETAILS OF FNVIRONMENTAL COSTS

Shown in this audit exhibit arc the actual fuel cost computations for the actual

review period for sulfur dioxide (SOq) and nitrogen oxide (NOx) emission

allov ances, lime, limestone. amtnonia, and thc estimated variable environmental

costs for January tl1rough April 2010.

21 Q. WOULD YOU PLEASE EXPLAIN THE AMOUNT BROUC'HT

22 FORWARD FOR THE CUMULATIVE OVER(UNDER)-RECOVERY

BALANCE IN AUDIT FXHIBIT RAL-6?

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201
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1 A. Ycs. As reflected in Audit Exhibit RA1.-6, ORS brought forv, ard a

cumulative (under)-recovery balance from December 2008 of ($130,199,721).

The Company's testimony reflects an (under)-recovery balance of ($154,889,361)

brought forv ard from December 2008 &Allen Rooks' EXHIBIT NO. (AWR-1)}.

The difference between thc two balances is an over-recovery amount of

$24,689,640 that reflects the ORS's over-recovery adjustmcnts from thc prior

review period, Docket No. 2009-2-E, for $24,30&,022 and $384,617, which werc

not reflected on Rook's EXHIBIT NO. (AV'R-I ) until April 2009. There is also a

$1 rounding difference.

10 Q. PLFASE ELABORATE ON ORS AUDIT STAFF'S COMPUTATION OF

12 A.

13

14

15

17

18

19

20

21

22

23

THE TRUE-UP OF OVER(UNDER)-RFCOVERED FUEL COSTS.

ORS Audit Exhibit RAI, -6, entitled "Computation of Unbilled Revenue"

provides details for ORS's calculation of the actual cumulative (under)-recovery

balance through Deccrnber 2009, and the estimated balance through April 2010.

The cumulative (under)-recovery amount totaled ($89,477,296) through

December 2009. ORS then added the estimated (under)-recovery of ($3,231,900)

for January 2010, estimated over-recoveries of $4, 190,871 for February 2010,

$897,858 for March 2010 and $1,833,366 for April 2010. In addition, we included

the monthly carrying costs approved in Docket No. 2009-2-E, the monthly

calculation amount of $1,785,357 for the Urquhart and Jasper Fixed Capacity

Charges and NCEMC sales cost allocation adjustment, the Company's estimated

on-going adjustments for "'cycle billing' Unbillcd Fuel Cost Over(Under)-

Recoveries, and the Company's estimated over-recovery adjustment of

THE OFFICF. OF REGULATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201
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$17,388,364 in April 2010, to arrive at a cumulative (under)-rccovcry balance of

($68,480,892) through April 2010. 'I'hc Companv s prc-filed testimony (Rooks'

EXHIBIT NO. (AWR-I)) in this docket lists the cuinulative (under)-recovery

total through December 2009 as ($89,916,955) and through April 2010, the

cumulative (under)-recovery totals ($68,920,551). Thc differences between

ORS's and the Company's balances stem from an ORS over-recover& adjustment

made in Deceinber 2009. This adjustment is addressed later in my testimony as

8 ORS Adjustnicnt (5).

9 Q. DID THE COMPANY MAKE ANY ADJUSTMENTS OR TRUE-UPS

10

13

15

16

17

18

19

20

22

23

DIJRIN(." THF. ACTUAL REVIEW PERIOD FOR THE BASE FUFL

COMPONENT?

Yes. The Company made the follov ing adjustnients as shown on Audit

Exhibit RAL-6:

Adjustment (I)—As of May 2009, pursuant to thc Settlement Agreement

approved in PSC Docket No. 2009-2-E. Order No. 2009-289, a monthly carrying

cost vvas applied to an (under)-recovery balance of ($82,347,982.51). The

calculation used a monthly interest rate based on the 3-year U. S. Government

'I'reasury Note as of the first day of the month as reported in the Vt'aff Street

Journal, plus 65 basis points (0.65 percentage points). Once during the review

period, in September 2009, the cumulative (under)-recovery balance was belov,

the ($82,347,982.51) carrying cost calculation benchmark. Therefore, the lower

September 2009 cumulative (under)-recovery balance v'as used as a bcnclunark in

the monthly calculation. The monthly carrying cost has been collected as an

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201
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(under)-recovery entry to the Deferred Fuel Account (Account 0 182.3004). ORS

examined and recomputed the carr& ing charges for these entrics, with no

exceptions noted.

Adjustment (2)—As described in PSC Docket No. 2009-2-E, the Company has a

regular monthly reduction adjustment to the Deferred Fuel Account, shovvn as an

over-recovery amount of $1,785,357. rhis amount consists ol the Lrquhart Plant

and the Jasper Plant (Combined Cycle) monthly I ixed Capacity Charges of

$673,417 and $910,166, respectively, which are treated, in accordance with PSC

Orders No. 2003-38 and No. 2005-2, on a retail basis, as over-recovery Deferred

10

]7

15

16

17

18

19

20

21

22

I uel entries; and a NCEMC Sales cost allocation correction over-recovery

adjustmcnt of $201,774. ORS examined and recomputed the adjustments v ith no

exceptions noted.

Adjustment (3)—In various months of the review period. the Company had

several over(under)-recovery adjustments to the cumulative balances of the

Dcfcrred Fuel Account (Account O'182. 3004). They are as follows:

(3A)- In the months of January and Februar& 2009, the Company understated

their fuel expenses billed from Cogen South. On a retail basis, these amounts

ivere $1.051.254 for January and $96'),231 for February, for a total (under)-

recovery adjustment of ($2,020,485) which the Company bool. ed in March 2009.

(3B)- During the months of January through August 2009. the Company

overstated their Purchased Pov'cr Interchange Delivered transportation charges to

a contractual vendor which resulted in an (under)-recovery adjustment of

($302.161).This adjustment was booked by the Company in September 200').

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201
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10

(3C)- In November 2009. the Company made an over-recovery adjustment of

$77,827. This adjustment v;as necessary to correctly apply prei iously omitted off-

system sales delivery charges to Purchased Popover Interchange Delivered fuel

costs for the months of January through October 2009.

(3D)- The over-recovery adjustment of ($13,583,360) made in Dcccmbcr 2009

consists of tivo parts, as follows:

I) As stated in Allen Rooks' direct testimony on page 5, line 20. the

Company applied a $13.600,455 ovcr-recovery adjustment to credit

the base fuel (undcr)-collected balance in order to reflect the

Company's louver depreciation rates that became cff'ective in January

2009.

12

17

20

21

22

23

2) An (under)-rccovery adjustmcnt divas made to reflect the Company's

understatement of' Purchased Popover Interchange Received in October

2009 and translated to a retail (under)-rccovery adjustmcnt amount of

($17.095).

These tv o adjustments equate to a net over-recovery adjustment of $13,583,360.

ORS c~amincd and recomputed all of the previous adjustments (3A-3D) ivith no

exceptions noted.

(3E)- This over-recovery adjustment of $17.388,364 in April 2010 is addressed in

Company v, itncss Tami Ilaselden's direct testitnony regarding Economic Impact

7onc (-EI7,") I'ax Credits. It should bc noted that this particular adjustment is a

proposed reduction in estimated April 2010. ORS does not oppose thc Company's

request related to this adjusttnent as it benefits the ratepayers.

TIIE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201
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10

12

Adjustment (4)- For clarification purposes in the fuel rcvievv process, as of

December 2008 and going forward in the estimated and forecasted months, thc

Company reflects an adjustment to account for the tinting difference' associated

v ith unbilled revenue pcr electric sales not yet billed due to the regular 'cycle

billing' process versus the 1 uel Adjustment Clause process which reflects all of

its unbilled fuel transactions (sales and costs) on a full monthly basis. ORS's

(under)-recovery adjustment of ($3,671,609) reflects the true-up to the

Company's per book cycle billing balance from the previous fuel review (Docket

No. 2009-2-F) as favell as January through April 2009. The recurring adjustments

throughout the current review period are reflective of their respective months (per

Account 0182.3028). ORS examined and recomputed this adjustmcnt with no

exceptions noted.

13 Q. DID ORS MAKE ANY ADJUSTMENTS OR TRUE-UPS DURING' THE

ACTUAL REVIEW PERIOD FOR TIIE BASE FUEL COMPONENT?

Yes. ORS made the following adjustment:

17

70

21

27

2o

Adjustment (5)- Based on a physical analysis of the Company's coal levels, in

June 2009 the Company made an adjustment to capitalize impacted coal at several

of its coal plants. With regards to the Canadys Plant. the inventory observation

identified an additional 4,438.59 tons not included in inventory per books. For

book purposes, this additional tonnage should have been reflected as an increase

to coal inventory and as a reduction to burned coal fuel expense. The Company

did not make an adjustmcnt for these additional tons. Therefore, using the June

2009 fuel costs and inventory information for calculation purposes, ORS made an

THF. OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900

Columhia, SC 29201
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adjustment to account for these tons. On a system basis, the monetary amount

applicablc to those tons v as $476, 128, using Canadv's average delivered cost of

$107.27/ton per the actual reviev' period. On a retail basis, ORS reflected an ovcr-

recovery adjustment of $439,659 to the Deferred Fuel Account in December

2009. This amount also reflects the sole difference betvveen ORS's and the

Company's December 2009 cumulative (under)-recovery balance.

7 Q. WOULD YOU PLFASE EXPLAIN THE BALANCE BROUGHT

12

13

14

15

17

FORM'ARD FOR THE CUMULATIVE OVER(UNDER)-RFCOVERY

BALANCE IN AUDIT EXHIBIT RAL-8?

Ycs. As reflected in Audit Exhibit RAL-8, ORS brought forvvard a

cumulative over-recovery balance from December 2008 of $14,512,678. The

Company's testimony tRooks' EXHIBIT NO. (AWR-3),' reflects a cumulative

(under)-recovery balance brought forward from December 2008 of ($261,220).

The difference between the two balances is an over-recovery total of $14,773,898

that reflects the ORS's adjustments from the prior reviev period, Docket No.

2009-2-1'„ for $692,253 and $14,081,647, which ivcrc not rcflcctcd on Rooks'

EXHIBIT NO. (A'A'R-3) until April 2009. There is also a $2 rounding diffcrencc.

18 Q. PLEASE ELABORATE ON ORS AUDIT STAFF'S COMPUTATION OF

19 THE TRUE-UP OF OVER(UNDER)-RECOVERED ENVIRONMENTAL

COSTS.

22

23

Effective v ith the May 3, 2007 passage of the S.C. Base I o td Rcvievv

Act, S.C. Code Ann. SS58-27-865 vvas amended to include, as components of fuel

cost, "(a) the cost of atnmonia, lime, limestone, urea, dibasic acid, and catalysts

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201
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offcut

consumed in reducing or treating cmissions, and (b) thc cost of' cn&issiota

allowances, as used, including allow;mccs for SOq, NOx, mercury and

particulates. " Audit I.xhibit ICAL-I(, entitled "Details of 1'.nvironmental Costs, "

provides the details needed to calculate the variable environmental costs included

in the fuel factor. In addition, effective Ma) 3&, 2007, SOq cn&ission aflow'ances

were i»eluded in the cnvironrnctatal cost factor of the FAC. Prior to that date,

these costs had been included in the base fuel factor under th» FAC.'.

10

]2

17

OR'S Audit l..xhibit RAL-(I provides data for OII.S's cutnulative

environmental cr&st over-recovery balance through December 2009, and the

estimated cuntulative over-recover) balance through April 2010. Thc cumulative

environmental cost over-recovery amount totalccl $13,544,222 through December

200'), C)R,'i then addccl the monthly estimated over(under)-rccoverics for .lanuary

thn&ugh April 2010; and included the Company's cstitnatcd on-going adjustments

for 'cycle billing LJnbilled }uel C.'ost Over(lit&der)-Recoveries to arrive at a

cumulative over-recovery of $1 1,94S,484 through April 2010. Tire Cx&mpany's

prc-i&led testimony f Rooks' PXI11131T NO. (AWR-3)) in this docket lists the

cumulative environmental cost over-recovery tr&taf through December 2009 as

11( $13,544,221 and through April 2010 as $11,')45&484. ORS and th» Company' »

]0 ftgurcs arc in agreement thn&ugh April 2010.

20 Q. DID 'I'HE COMPANY MAKE ANY AD, IIJS'I'MEN'I' I OR 'I'RLJE-llP'5

DIJRIN( TI1E ACTIJAI, RLVIFM&' PFRIOD FOR THE

ENVIRONMENTAL C:OS'I' COlVIPONENT?

THE OFFICE OF RFr'ULATORY STAFF
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Ycs. The Company made the following adjustments as shown on Audit

Exhibit RAL-8:

Adjustment (1A)- In February 2009, the Company made an (under)-recovery

adjustment ol ($187.303) to the cumulative environmental recovery balance. This

adjustment v:as to account for a late accrual of Lime invoices for th» Cope Station

from January 2009. ORS examined and recomputed the adjustment v ith no

exceptions noted.

10

12

13

16

17

18

20

21

22

23

Adjustment (18)- In April 2009, the Company made an over-recovery

adjustment of $39,372. I his adjustment was made to account for changes in

Cogen South's lime expenses for the months of January. through March 2009, and

also to reflect a change in the Williams Plant's anunonia expense for March 2009.

ORS examined and recomputed the adjustment with no exceptions noted.

Adjustment (1C)- In May 2009, thc Company made an over-recovery adjustment

of $36,481 due to a change in the CI;MS (Continuous Emissions Monitoring

System) amounts used in the SO. allowances expense calculation. ORS examined

and recomputed the adjustmcnt with no exceptions noted.

Adjustment (2)- As described in Adjustment (4), the same "cycle billing"

methodology. affects the recovery of environmental costs. ORS's (under)-recovery

adjustment of ($437,804) reflects the true-up to the Company's per book cycle

billing balance from the previous fuel review (Docket No. 2009-2-1;), as well as

Januarv through April 2009. The recurring adjustments throughout the current

review period are reflective of their respcctivc months (per Account ff182.3028).

ORS examined and recomputed this adjustment with no exceptions noted.

THF. OFFICE OF REGLtLATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201
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1 Q. DO YOU AGREE IVITH THE COMPANY'S CALCULATION OF THE

OVER-COLLECTION FOR THE EiNYIRONMENTAL COST

COMPONENT AS OF DECEMBER 2009?

9,'ith the exception of a $1 rounding difference. ORS and the Company

have calculated the same (over)-recovery balance of $13.544.222 as of December

6 2009.

7 Q. iVHAT IS ORS's COMBINED TOTAL OF THE BASE FUEL COST AVD

8 ENVIRONMENTAL COST COMPONEVTS AS OF ACTUAL

DECEMBER 2009 A VD AS OF ESTIMATED APRIL 2010?

10 A.

12

13

As of December 2009. based on a Base Fuel Cost (under)-recovery

component of ($89,477.296) and an Environmental Cost over-recovery

component of $13.544222. the combined result totals an (under)-recovery of

($75.933.074). As of April 2010, based on a Base Fuel Cost (under)-recovery

component of ($68.480,892) and an Environmental Cost over-recovery

component of $11,945.484. the combined result totals an (under)-recovery of

16 ($56.535.408).

17 Q. iVHAT IS THE RESI.'LT OF THE ORS AUDIT DEPARTMENT'S

18 EXAMINATION?

19 A.

20

21

22

Based on ORS Audit Staff s examination of the Company s books and

records. and its operation of the fuel cost recovery mechanism. ORS Audit

Department is of the opinion that. subject to Adjustment (5) for the Base Fuel

Component. thc Company's books and records accurately rctlect the fuel costs

THF. OFFICE OF REGULA'I'ORY STAI'F
1401 Main Street, Suite 900

Columbia, SC 29201
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incurr«d by th«Company in accordance vvith previous Commission ord«rs tutd

tvith S.C. Cod«Ann. SS5'8-27-865

Q. DOFF TIIIS CONCLI. DF YOI R TFSTIMONY?

'res. it does.

THF. OFFIC Is Ol RFOLiI. .VI'OR% S I'AFF
1401 %lain Street. Suite 900

C'ulumhia, SC' 292(1 I



Audit Exhibit RAL-1

South Carolina Electric 8 Gas Company

Total Received and Weighted Average Cost

January 2009 - December 2009

Docket No. 2010-2-E

Month

Tons

Coal

Gal

¹2 Oil

MCF

Gas Total Received Cost

Jan-09

Feb-09

Mar-09

Apr-09

May-09

Jun-09

Jul-09

Aug-09

Sep-09

Oct-09

Nov-09

Dec-09

444, 037

450, 132

557,793

406,723

439,950

401,082

568,138

602,499

410,123

540,829

321,727

459,740

47,530,043

47,415,241

58,840, 581

44, 601,162

48,569,344

43,795,673

63,564,888

67,240,472

48,41 5, 332

59,986,065

37,820,247

54,371,458

233,550

263,309

405,993

164,578

208, 130

222, 785

118,777

155,746

52,032

1,014,255

164,802

1,072,305

358,629

374,101

567,865

270,038

352,968

431,820

253,968

327,416

100,525

2, 129,238

349,190

2,216,643

1,764,496

2, 171,302

3,957,537

3,072,472

3,172,027

4,584,553

4,969,156

5,526,818

5,681,094

5,700,682

4,722,945

2,945,274

12,579,744

13,865,226

19,981,888

14,333,214

14,781,786

22, 046,029

21,452, 657

22,274, 364

22, 327,923

27,554,616

21,633,614

19,285,365

60,468,41 6

61,654, 568

79,390,334

59,204,414

63,704,098

66,273,522

85,271,513

89,842,252

70,843,780

89,669,919

59,803,051

75,873,466

Total 5,602,773 622, 150,506 4,076,262 7,732,401 48,268,356 232, 116,426 861,999,333

Weighted Average 111.04 1.90 4.81



Audit Exhibit RAL.2

South Carolina Electric & Gas Company

Received Coal ~ Cost Per Ton (Per Plant)

January 2009 - December 2009

Docket No. 2010-2-E

Plant Jan-09 Feb479 Mar. 09 A~r09 ~Ma 09 Jun. 09 Jul. 09 A~v@9

5 5 5 5 5

S~e-09 Oct-09 Nov-09 Cec.09

5 5 5

Canadys

Cape

Mchleekin

Urquhart

Wateree

Wilhams

94.41 102 88 106.92 100 12 102 90

144.27 106 59 106.67 124 03 107 91

98.20 129.92 119 73 102 29 106 72

93.88 0.00 129 55 0.00 86 99

110.49 115.46 11410 104.87 11455
94.06 88 08 96.91 111.59 109.35

108.03 109.82 112.87

96 43 106.98 112 51

157.00 136.85 107.31

97 28 97.28 99.70

119.22 119 10 112 42

101.97 103 31 111 56

119.59

102 12

130 20

99 16

121 20

120 74

109.14 0 30 0 00

111.82 125.91 128.30

123.38 1 13.86 1 18.67

98.77 100.32 98.89

11435 114.44 128.46

106 16 118.01 108 28

Total System 107 04 105.34 105 49 109.66 110.40 109 19 111 88 111 60 118 05 110 92 117.55 118.27



South Carolina E ectric 6 Gas Company

Recewed Coa Cost Per Ton Comparison

Januan, 2009 Decenber 2009

Cocket No 2010 2 E

Audit Exhibit RAL.B

Page 1 of 2

South Ca o ina Elect'ic 8 Gas Com an

Month

Jan. 09

Feb 09

Irl ~ r 09

Apr. 09

May. 09

Jun. 09

Jul. 09

Aug 09

Sep 09

Oct 09

Nov. 09

Dec.09

Invoice Cost

Per Ton

6

77 10

75 38

77 88

82 23

84 24

78.28

83.05

84 22

86 85

87 80

84 10

93.50

Freight Coal

Per Ton

6

2::"
29:6
27 61

2 43

25 16

30 91

26 83

2' 36

31 20

23 12

33 45

24 77

Total Cost

Per Ton

5

107 04

105 34

105 49

109 66

110 40

109 19

111 88

111 60

118 05

110 92

117 55

118.27

Cost

Per 61BTU

4 2C:0

4 1803

4 1800

4 3600

4 3800

4.3100

4 4000

4 4000

4 6500

C 3900

4 63;0
4 6800

Il on th

Jan. 09

Feb. 09

M an 09

Apr. 09

Blay. 09

Jun-09

Jul. 09

Aug. 09

Sep. 09

Oct 09

Nov. 09

Dec.09

Invoice Cost

Per Ton

5

65.16

65 27

67.52

68 00

70.29

66.36

70.57

71 29

67 58

68 45

68 20

69 56

Freicht Cost

Per on

5

22 72

22 20

22 52

19 91

19.78

20 12

21 13

21 26

22 98

22 1ri

22 66

24.89

Total Cost

Per Ton

5

87 88

87.47

90.04

87 91

90 07

86 48

91.70

92 55

90.56

90.61

90 86

94 45

Cost
Per VBTU

3 6039

3 5516

3 6666

3 5594

3 6611

3 5020

3 7133

3 726i9

3 6752

3 6870

3 6964

3 6442



South Carolina Electric & Gas Company

Received Coal - Cost Per Ton Comparison

January 2009 - December 2009

Docket No. 2010-2-E

Audit Exhibit RAL-3

Page2of2

C 9 P ItLi htC ~dlbl P«k E C

Month

Invoice Cost

Per Ton

Freight Cost

Per Ton

Total Cost

Per Ton

Cost

Per MBTU

Jan-09

Feb-09

Mar-09

Apr-09

May. 09

Jun-09

Jul-09

Aug-09

Sep-09

Oct-09

Nov-09

Dec-09

$

72.78

68.95

70.68

68.06

69.04

67.03

70.32

73.99

74.04

77.66

76.76

73.24

$

26.44

21.98

24.50

20.74

21.14

21.06

22.36

23.06

24.55

23.56

'l4. 52

23.13

$

99.22

90.93

95.18

88.80

90.18

88.09

92.68

97.05

98.59

101.22

91.28

96.37

5

4.0207

3.6559

3.8671

3.6075

3.6625

3.5793

3.7628

3.9293

3.9985

4.1046

3.7088

3.9084



Audit Exhibit RAL-4
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Audit Exhibit RAL-5

South Carolina Electric k Cas Company
Cost of Fuel

January 2009 - December 2009
Docket No. 2010-2-F,

Month

Purchased and
'I'otal Cost of Interchan *e I'ower Fuel Fuel Cost ltecovered
Fuel Burned Costs from Intersvstem Sales

Total Fuel

Costs

,Ian-0')
Feb-09
Mar-09
Apr-09
May-09
Jun-09
Jul-09
Aug-09
8ep-0')
()ct-09
Nov-09
Dec-09

52,884,604
42,572,180
44,358,575
35,788,508
45,168,136
63,934,845
62,S02,586
61,961,887
56, 111,872
62,816,755
51,357,316
63,138,474

I 7,931,00(i

14,71G,120

9,825,G78

13,395,550
14,674,933
14,923,59G

15,051,34G

16,263,564
5,287,211
9,532,119

16,193,310
18,421,G99

(2,752,076)
(1,549,039)
(1,399,228)
(1,891,899)
(1,629,326)
(3,366,179)
(2,433,218)
(2,653,529)
(1,151,636)

(961,531)
(521,563)

(1,843,976)

68,063,534
55,739,261
52,785,025
47,292,159
S8,213,743
75,492,262

75,120,714
75,571,922
60,247,447
71,387,343
67,029,063
79,716,197

Tota Is 642,595,738 I 66,216,132 (22,153,200) 786,GS8,670
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Scut) Carchna Electnc (L Gas Company

Compula'. Icn cf(JnbrUed Revenue

Jar vary 2009 ~ Apnl 2010
Docket Hc. 2010 2.E

Audit Exhibit RAL4)

Pago 2 of 2

-—--——————ACTIJAL--—------- -- -—--- ————-- - ------ ESTIMATED-------»-——
Fcseh F ~ al IS)

Huclev Fue((SI

Purchasotf I Interchange Pcwor Fuel (5)

Total Coal of Fuel

Burned

(5)
Lass. Fuel Cost Raccvsrod Intersyslem Sales (51

To(s) Fuel Coals (SI

TaVI System KWH Sales Excluding Intareyelem Salas

Fuel Cost Por KWH Salsa (I'KWH)

Lms: Base Cost Per KWH Included In Rates 15(KWH)

F ~ el Adlustmen(PH'KWH

Unbnled Revenue KWH Salp
Deterred Fuel Entry (0)

August 2000 ~ (pg 1 of l I (5)

Monthly Carrying Cost Cooectod (5)

Loss, Fixed Capacity Charges 5 Coat Ahocabon Adl tsl

Company Accounting Ad)us(ments IS)

Cc 4 Unbhled Fuel Cosl gvoHUnder)Rpcvery Adl (0)

CRS Ad, 'ustmenls

(4)

(SI

8 oplarnb ar

INS

03 000, 100

$211,00$

S, il'), 211

01 3 00, 043

1,101,010

Oc, innnl

2, 070, 200, 011

0 020017

0 OSM10

0 00710

1,0S7, 140, 577

14,071,000

(01,2es, ses)

(110,04d)

1,700 107

(302 1 0 1) (B)

(irn), 024)

C etc bar

20N

02, 024, 044

201,007

0, 4$2, 110

72, $40, 074

001,0$1

71,$07 $43

1,010,101.3$0

O. OM102

0.034210

(0.00300)

(,TN, STS,TS(

&a, 20$ 000)

llio MS)

1 700 $07

(4 7 2L 011)

Hovembor

20N

01,MT, MO

10,103310

Or, sso sie
021 M3

December

2000

41, 1$1,10$

2, X7,171

10,421,000

01,M0, 171

1,041,070

J~ nuary

2010

Se, esa, ooo

$, 4Ã, otto

ll, SS4,000

70, 040, 000

2, 1 N, ooo

F ob Ilr ary

2010

40, 077, 000

$, 14d, ON

12,401,000

OLOOi, ooo

1,I77.000

Msroh

N10

44, 070, 000

$, 400, 000

1$,0N, QOQ

03,200, 0N

ON, QQQ

Apro

2010

42, 1S0,000

$, 173,0N

12, 210,000

sr, r00, 000

010,NO

OT. ON, QOs 70, 710,107 73,010,000 02. 4N, QOO SLSSLQOO Sr, idLNO

(0.00744)

1 4'I 2, 710 404

&Q. oosrl)

1,040.M $240

(0 001701 0 002M

l, e40, 000, 000 1,700$0O, OOO

0 00054

1,04 2, 7 X,O X
0 00110

1,00$, 700, 0 N

&10 000 oes)

Hio, oei)

I 70$, 107

77, 027 (C)

2, 00$, 041

(14,41 0 200)

(100,707)

1,705, $5T

12 MS, 300 (D)

4 210 010

4$0 Oaa

(1,211,000)

(117,M1)

1,700, 1d7

aisnis

4, 100, 071

(117,021)

1 700, 307

(1,IN, 2TT)

IS).SM

(1$7,021)

1,700, $57

(1,024, 710)

1,03'), 300

(1 14,00 I)

1,75L157

(r, iss. sM &a)

(1,073 M I)

(, SS4 007, 000 1,772, T07, 070 1,047, 100,000 1,084, 200, 000 1,740, 100, 000 1,0$4, 700,000

0.043070 0.044007 QQ17002 QOMSN 0 03M70 0.03&)27

0 010210 O.OS02(0 0 QN210 0 030210 0 030210 0 0N210

Cumulative Dvarl(Under) Recovery ls) (St), $00, 7 ll) (IL007,4 M (04, 02 0, 4M ) 00 477 NO) (00, 022, 011) (80,020, 401 &Sr, OIs, soe) Oa, iac, 003)

'Explartadons of Ad&us(monte (1) through (5) on Aud')Exh bi(RAL 4 aro included ln the teat)mony of Robwt 4 Lawyer.

Cumulatlva Cvor'(Under) Bme Fuel Component (5)

(per Audrl Exhibit RAL 4)

cumulaove Dean(Under) Envlronmerttal component($)

(Par Aud(1 E ~ hrblt RAL'Ij

Hat Cumulative Bmo Fuel and Environmental Components ls)

Cvof(undary Recovery 8 ~ lances

(00 477 2N)

13 544, 222

f75, 9 33,074)

(ad, 400 OP2)

11,045 ne

(50 535.400)



South Carolina Electric & Gas Company

Total Environmental Costs

January 2009 ~ December 2009

Docket No. 2010-2.E

Audit Exhibit RAL-7

Used for Environmental Cost Factor:

Month S02 Emissions Allowance NOx Emissions Allowance Lime/Limestone Ammonia

Total

Environmental

Costs

0/ 0/

Jan. 09

Feb.09

Mar. 09

Apr. 09

May 09

Jun. 09

Jul-09

Aug 09

Sep-09

Oct-09

Nov 09

Dec-09

427,855

302,676

230,471

348,028

401,246

529,810

476,914

491,279

385,286

387,075

296,243

555, 191

43.03%

32.50%

32,69%

66,26%

45 92%

48 44%

40.33%

43 33%

45 03%

38.87%

33.68%

40, 47%

0

2,215

0

0

10,635

20, 704

17,692

19,335

13,981

0

0

0

0,00%

0.24%

P PP%

0,00%

1,22%

1.89%

1 50%

1 71%

1.63%

0, 00%

P PP%

0 00'/

276, 145

307,525

326,980

35,351

291,082

315,302

319,095

326,714

318,584

408, 187

316,254

517,744

27.77%

33 01%

46.37%

6.73%

33.31%

28.83%

26.99%

28.82%

37 24%

40.99%

35.95%

37.74%

290,400

319,009

147,649

141,847

170,790

227, 888

368,676

296,423

137,758

200, 626

267, 139

298,821

29 20%

34 25%

20,94%

27.01%

19 55'/

20.84%

31.18%

26.14%

16.10%

20 14%

30.37%

21.79%

994,400

931,425

705, 100

525,226

873,753

1,093,704

1,182,377

1,133,751

855,609

995,888

879,636

1,371,756

Totals $4,832,074 41.86% $84,562 0.73% $ 3,758,963 32, 57% $2,867,026 24.84% $ 11,542, 625



South Carolina Electric & Gas Company
Details of Environmental Costs

January 2009 - Apri!2010
Docket No. 2010-2-E

Audit Exhibit RAL-8
Page 1 of 2

Environmental Costs Incurred
SO2 Enussions Allowances ($)

iVOv. Einissions Allowances ($)

Limestone ($)

Ammonia ($)

.Ian-09

427,855

276, 145

290,400

Feb-09

302,676

2,215

307,525

319,009

Mar-09

230,471

326,980

147 649

Actual

348,028

35,351

141&847

~Ma -09

401,246

10,635

291,082

170,790

,Iun-09

529,810

20,704

315,302

227,888

,Iul-09

476,914

17,692

319,095

368,676

~Au -09

491,279

19,335

326,714

296 423

Sub-Total (5) 994,400 931,425 705, 100 525,226 873,753 1,093,704 1,182,377 1,133,751

Less: Fnviron. Costs Recovered in Inter-CompanySales (5) 7,890 367 5 493 6,251 4.049 20,765 6,405 4,696

Net Fnvironmental Costs ($)

Retail Allocation Factor of Total Fnvironmental Costs (%) 94.46% 94.46%

986,510 931,058 699,607

94.46%

518,975 869,704

94.46%

1,072.939 1,175,972 1,129,055

94.46% 94.46% 94.46%

Retail Share of Total Environmental Costs ($)

Amounts Billed to Retail Customers ($) 1,320,621 1,355,466

931,857 879,477 660,849

1,256,524

490,224

1,037,460

821,522

548, 113

1,013,498 1,110,823 1,066,505

715,565 848, 111 7110,185

Over (Under) Recovery ($)

Cumulative Over (L'nder) Recovery — December 2008 ($)

388,764

14,512,678

475,989 595,675 547,236 (273,409) (297.933) (262.712) (286,320)

Company's Adjustments Over (Linder) Recovery ($) (I)

Company's Unbilled Fuel Cost Recov Adj. Over (Under) ($) (2)

(187,303) (A) 39,372 (B)

(437,804)

36,481 (C)

83,797 49,858 (56,538) 36,772

Cumulative Over (L'nder) Recovers ($) 14,901,442 15,190 12S 15,7S5,803 15,934,607 15,7S1,476 15,533 401 15,214, 151 14,964,603

' Explanauons of Ad)ustments ( I ) and (2) on Audit Exhibit RAL-8 are included m the testimony of Rohert A Lawyer
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Art us I Estl&listed

N()2 Emlssli&ns Allowances (fil

N()s i.'mlssh&ns Allowances (8)

17(&&tel&tone (8)

Ammonia (5)

Suh. 'I'otal (fi)

Less, Environ, ('osts Recovered in Inter Company Sales (8)

l&(et Environmental ('osts (8)

Retail Allocatlmt Factor of 'I'otal Environmental Costs ('/u)

Retail Share of 'I'ota(Environmental ('osts (5)

Amounts Billed to Retell C'ustomers (8)

Over (Ltnder) Recovery (S)

Cumulative Over (Llnder) Recovery August 2009 (5) (p, ( of 2)

Company's AdJustments Over (Ltnder) Recovery (S)

Ias, 2eb

II,Vel

I(a, sa4

137 758

ass, bo9

20

855,589

94,4h%

808, 189

730.9.3(

(77,25NI

14,964, (I03

387,075 296,243 555, 191

408, (87

200 626

31(li254

267 139

517,744

298 821

99s,eaa 879,636 1,371,756

310 870

995,NSN

94,4h%

940,716

624,924

879,326 1,370,88b

94,46'z 94,46%

8.'10,611 1,294,919

512,669 612.394

(315,792) (317,942) (6S2,545)

444, 784 34(l, (64 4(2,5SS 399,NNN

4SS,.'126 2977922 549,5SO 41,47(

I,DDII I IDD i 7&D i.IID
1,154,917

96, (9'Zs

1,110,915

705,024

90.'I, 576 1,2h9, 985

96, 19% 96, 19%

ah9, 150 1,221,599

670,210 613,066

n(9, 835

96, (9%

596,219

SD'7 235

(405,89() (19S,940'I (608,53,'I'I (.'IN, 964)

i'.ID, 7&7 iii DID, .'IID, DDD IIID II77

I, lbn, ed7 9O8, 716 1,272, 745 622, 205

( ol&&pan)' s U&lhllled Fuel C'ost Recov AdJ, Over (L(nder) (8) (2) (SaiNI4) (si&,857) 36,510 55,317 6,776 (31,375) (2.1,074) (278,737)

('umulatlve Over (Under) Recovery (8) 14 828 531 (4 452 882 14 17( 450 13 544 222 13 14.1 107 12 894 792 12 2nI les ll 945 484

' I'
s(&litt&&&&&I&tts iil'Ailtiottt&ct&ts (I ) iit«l (.'I iit& At«l&l llxltt(ttt l(AI N ittc &ticlitilcil i» ll&c tcsttt&«ii&y iil l(ii)&rit A 1 i&wyrt,


